BEFORE THE NEBRASKA PUBLI C SERVI CE COWM SSI ON

In the Matter of the Commi ssion, ) Application No. NUSF-5/C 2045
on its own notion, seeking to )
prescribe fair, just, and )
reasonabl e | ocal rates for all )

)

)

)

)

i ncumbent | ocal exchange PROGRESSI ON ORDER #3
carriers in the state of
Nebraska pursuant to Neb. Rev.
Stat. sec. 86-803(4). Entered May 2, 2000
BY THE COVM SSI ON

1. As set forth in the Comm ssion order dated January 13,
1999, in Docket No. C-1628, all incunbent |ocal exchange carriers
(hereinafter, "ILECS") were required to file transition plans with
the Conmission for approval. Inter alia, each transition plan was
to set forth any annual basic | ocal exchange rate increases
necessary to transition the carriers fromcurrent rates to rates
that are at or above the | ower of the Conm ssion adopted benchmarks
or cost by the end of the transition period. The transition period
is three years for non-rural |ILECs and four years for rural |LECs.
The Conmi ssion has adopted benchmarks of $17.50/ nonth and
$27.50/ month for residential and single-line business basic |oca
exchange rates respectively.

2. Further, the Conmi ssion encouraged each ILECto file, as
a part of its initial transition plan, a request pursuant to Neb.
Rev. Stat. sec. 86-803(4) that the Conm ssion prescribe and approve
as fair, just and reasonable the | ocal exchange rate revisions
(a) for the entire three-year period for each non-rural carriers's
transition plan, and (b) for the entire four-year period of each
rural carrier's transition plan

3. The Conmi ssion proposed to deemrates set forth in the
transition plan as "fair, just and reasonabl e" basic | ocal exchange
rates if a conpany's transition plan was in conpliance with the
Conmi ssion's Findings and Concl usi ons, contained in Docket No.

C- 1628, and the rates do not represent an increase in current basic
| ocal exchange rates that are al ready above the Comm ssion adopted
benchmarks at the tinme of the filing.

4, As such, the Conmission, on its own notion, opened this
docket to review the proposed basic | ocal exchange rate increase
portion of conpanies' transition plans and to prescribe fair, just
and reasonabl e basic | ocal exchange rates for ILECs in the state of
Nebr aska who have requested the Conmission to prescribe such rates
pursuant to Neb. Rev. Stat. sec. 86-803(4).

5. Thirty eight (38) ILECs filed requests pursuant to Neb.
Rev. Stat. sec. 86-803(4) that the Comm ssion prescribe and approve
as fair, just and reasonable the basic |ocal exchange rate
i ncreases contained in their respective transition plans. On
August 3, 1999, the Conmission entered an order in this docket




approving, for year one, the proposed basic | ocal exchange rate

i ncreases contained in the transition plans of these |ILECs. Any
conpany that proposed basic |ocal exchange rates increases, if
necessary, for years two, three and four of their transition plan
that are less than the maxi num permitted by statute, as set forth
in the Commission's January 13, 1999, C- 1628 Order, was required to
appear before the Conmi ssion to request a waiver specifically

aut horizing the alternate rate adjustnents.

6. On March 14, 2000, the Commission found that the basic
| ocal exchange rate increases proposed for years two, three and
four, where necessary, in the transition plans by 19 | LECs were:
1) fair, just and reasonable; 2) generally in conmpliance with the
Conmi ssion's orders in Docket No. C 1628/ NUSF;, 3) are in the public
interest; and 4) do not represent increases in |ocal exchange rates
where existing rates are already above the | ocal rate re-bal ancing
targets.

7. The renmai ning nineteen | LECs either proposed not to raise
rates by the statutory nmaxi nunms set forth by the Conmission in
Docket No. C- 1628 or certain proposed rates do not reach the
Conmi ssi on adopt ed benchmarks by the end of the relative transition
period. Accordingly, these ILECs were directed to appear before
the Conmi ssion. A public hearing was held on April 17, 2000, at
10: 00 a.m in the Conm ssion Hearing Room

OPI NI ON AND FI NDI NGS

8. Prior to the April 17, 2000, hearing, Home Tel ephone
Conp. of Nebraska (hereinafter, "Hone"), corrected their transition
plan to include basic | ocal exchange rates that reach the
Conmi ssi on adopted benchmark. As a result, Hone was not required
to appear at the April 17, 2000, hearing. 1In the notification
letters sent to custoners prior to the public hearing in this
matter held July 6-8, 2000, Hore indicated that basic |oca
exchange rates woul d reach the Conmi ssion adopted benchmarks in the
fourth year of the transition plan. Therefore, the Conm ssion
finds that the basic |ocal exchange increases proposed for years
two, three and four, where necessary, in the transition plan by
Home are 1) fair, just and reasonable; 2) generally in conpliance
with the Conmission's orders in Docket No. C 1628/ NUSF; 3) are in
the public interest; and 4) do not represent increases in |oca
exchange rates where existing rates are al ready above the |oca
rate re-bal ancing targets.

9. The Commi ssion in Docket No. C- 1628 deternined that:

"I'n each annual filing, conpanies shall have the option
of (1) increasing |local service rates by the maxi num
percentage permitted by Neb. Rev. Stat. 88 86-803 and
75-609.01 until such tine as the rates neet the |oca
rate rebal ancing targets; or, (2) increasing |oca
service rates annually at an anount approved by the



Conmi ssion but less than the all owabl e statutory naximum
so that, at the end of the transition period, residentia
and business rates are at or above the | ower of the | ocal
rate re-bal ancing target or cost, unless otherw se
approved by this Comi ssion.

The Conmi ssion included the second option in an attenpt to limt
rate shock to consumers and to give ILECs flexibility in raising
basi c | ocal exchange rates while still neeting the objective of
equal i zi ng basic | ocal exchange rates across the state.

10. The Conmission finds that the basic |ocal exchange
i ncreases proposed for years two, three and four, where necessary,
inthe transition plans filed by the ILECs listed in Attachment A
are 1) fair, just and reasonable; 2) generally in conpliance with
the Conmission's orders in Docket No. C-1628/NUSF; 3) are in the
public interest; and 4) do not represent increases in |oca
exchange rates where existing rates are al ready above the |oca
rate re-bal ancing targets.

11. Further, the Conm ssion finds that the residential basic
| ocal exchange increases proposed for years two, three and four
where necessary, in the transition plans filed by K & M Tel ephone
Company, Pierce Tel ephone Conpany, Inc, and Sodtown Tel ephone
Conpany are 1) fair, just and reasonable; 2) generally in
conpliance with the Conm ssion's orders in Docket No. C- 1628/ NUSF
3) are in the public interest; and 4) do not represent increases in
| ocal exchange rates where existing rates are al ready above the
| ocal rate re-bal ancing targets.

12. Further, the Conmi ssion finds that the business basic
| ocal exchange increase proposed for year two in the transition
plan filed by Sodtown Tel ephone Conpany is 1) fair, just and
reasonabl e; 2) generally in conpliance with the Comm ssion's orders
in Docket No. C 1628/ NUSF; 3) are in the public interest; and 4) do
not represent increases in |ocal exchange rates where existing
rates are already above the local rate re-balancing targets.

ORDER

I T 1S THEREFORE ORDERED by the Nebraska Public Service
Conmi ssion that the proposed basic | ocal exchange rates adjustnents
for years two, three and four filed by Honme Tel ephone Conp. of
Nebraska and the ILECs listed in Attachnent A are hereby approved
pursuant to this order.

I T 1S FURTHER ORDERED by the Nebraska Public Service
Conmi ssion that the proposed residential basic |ocal exchange rates
adjustnents for years two, three and four filed by K & M Tel ephone
Conpany, Pierce Tel ephone Conpany, Inc, and Sodtown Tel ephone
Conpany are hereby approved pursuant to this order

IT 1S FURTHER ORDERED by the Nebraska Public Service



Conmi ssion that the proposed busi ness basic | ocal exchange rates
adjustnments for year two by Sodtown Tel ephone Conpany are hereby
approved pursuant to this order.

MADE AND ENTERED at Lincoln, Nebraska, this 2" day of My,
2000.

NEBRASKA PUBLI C SERVI CE COWM SSI ON
COWM SSI ONERS CONCURRI NG

Chai r man

Att est
Executive Director
Attachnment A

Al i ant Conmmuni cati ons Conpany

Ar apahoe Tel ephone Company

Benkel man Tel ephone Conpany
Consol i dated Tel co, Inc.
Consol i dat ed Tel ephone Conpany
Cozad Tel ephone Conpany

Dal t on Tel ephone Conpany, |nc.

d enwood Tel ephone Menbershi p Corporation
Great Pl ains Conmunications

Hart man Tel ephone Exchanges

Her shey Cooperative Tel ephone
Hooper Tel ephone Conpany
Keyst one- Art hur Tel ephone Co.
Nebraska Central Tel ephone Conpany
Waunet a Tel ephone Company
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